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INTRODUCTION 



A few years ago, an American Alumni Council survey uncoveiied fewer than 10 U. S. college and 
unWeraity alumni associations offering insurance programs as a service to anjmnL Today there are 
about 100 such term life insurance programs, perhafDS an addiviionaf 40 health insurance programs, 
and at least one auto insurance program. 

We have prepared this brochure because of increasing CASE m^ember interest in the possibility of 
offering such program/s a ser^nce to? alumni and as a source of additional ineome to alumni 
associations and schools. We offer some ideas and approaches to consider before eitablishing a 
program. However, we do not endorse any specific program or offer legal advice. We yrge you to 
consult the legal counsei repres^dnting your individual association or institution. Delicate legal 
matters must be corisidered from your vantage point with reference to the particular insurance 
program you are considering,. 

This diSc-us'3ion does not inciude programs primarily established as deferred^giving vehicles, which 
use whole life policies with schools named as beneficiaries and/or recipiants of cash values. The 
programs discussed here usually use a group insurance approach, and insured aiyrT^ni hav/te free 
choice of beneficiary. Only programs marketed through direct mail are included. Although most 
generail comments appSy to several insurainc-e products, the major product emphasis ?s on life 
insurance If CASE ^members find this discussion vialyabte and express i/nterest m having ia supple^ 
ment for other insurance! products, we will' consider preparing It. 



Terry L, Fairfield 

Director Alumni Administratton 
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INSURANCE PROGRAMS FOR ALUMNI 



BASIC OBJECTIVES 

The first two quBStioni an alumni association should ask itself are: 

1, Why should we offer an insurance program? If there is more than one reason, 

2, How do we weight these multiple reasons? 

Most alumni associations have two answers to the first question: ongoing service to members and 
ongoing {and perhaps increasing) potential for additional income through Insurance dividends. 
Answers to the second question vary widely, from sen/ice alone to additional income. entirBly, 
There is no "righit" answen but we encourage you to consider your priorities carefully - at the 
outset. The process of selecting a program can be shortened considsrabiy if objectives are firmly 
in miind throughoiJt your explorations. 

If you are interested entirely in a ser\Mce to alumni, a program with these characteristics is most 
desirable: 

• the lowest possible rates consistent with a sound continuiing program; 

• the easiest requirennents for insuring alumni who apply; 

• fleKibility of plan\ characteristics to meet varying needs of participating alumni. 

If you are interested primarily in additionaf income, these characteristics might be sought; 

• the highest posii'ble rates consistent with a marketable product; 

• requirements which restrict insurance to those in top health, 



Neither of these eKtremes is practical or desirable for most alumni associations. 
If rates are too low and insuring requirements too loose, the following risks emerge: 

1. Rates may need to be increased in the future - and life insurance rate increases are very dif- 
ficylt to selL Increases could have a detrimental effect on the program's future if healthy 
alumni discontiniue their coverage, leaving only less healthy alumni insured, which in turn 
would require furiher increases, 

2. Easy fequirements for becoming insured open the program to ''adverse selection/* This is 
an insurance phrase meaning that too many people in poor health become insured, increas> 
tng the posstbility of future rate increases because of high claim levels. 
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Some programs may offer a form of "guaranteed- issue" restricted to an alumnus under a 
specified age (such as age 40) who is applying for a relatively small amount (such as 810,000) 
and who can declare that he has been at work for the preceding 90 days. There are many 
variations of this idea and ''guaranteed issue'' historically has produced varying financial 
results. Theoretically, it will always produce more claims, which affect dividends. In some 
instances, it also has helped to produce more insured lives, while In others the resulting 
claims have been so high that the programs have been dissolved. "GuaranteedHssue'' must 
be used cautiously, keeping the association's service and financial objectives in mind. It 
should not be used each time alumni are solicited, as such an approach will materially in- 
crease possibilities of "adverse selection/' 

3, If rates are increased primarily because unhealthy alumni are insured, the program may no 
longer represent a sennce to many alumni. Eventually, alumni in good health may be able to 
purchase coverage less expensively on their own, without the benefit of alumni association 
sponsorship. 

4., Sometimes it is more difficult to "qualify'' a group with lower rates than one with higher 
rates. For eKample. if you have 20,000 alumni, the insurance company may need 312,000 
of first year premium in order to call the program satisfactory. That requirement would be 
met if 120 alumni become insured for an average annual premium of $100, But if rates are 
20% lower, those 120 alumni wouid produce S9,600 of annual premium. Stated differently, 
if rates are 20% lower, 150 alumni must become insured to produce the required $12,000 
of annual premium. 

(On the other hand, if alumni are comparison^price shoppers - which they do not appear to 
be - low rates might attract more applicants, produce more aggregate premium, and qualify 
the group as easily or more easily than higher rates,) 

It is desirable to meet the insurance company's requirements. Without fulfilling them, there 
may be no resolicttations in subsequent years, thereby destroying the two primary objec 
tives: ongoing service and additional income, 

If rates are too high and insuring requiremefnts too tigiht, these risks emerge: 

1. No one will buy She program because better arrangements are available independently, 

2. If only those in top health can become insured, it is possible that 50% or more of those ap^ 
plying could bo re^iected. This could produce a significant alumni-relations backlash, offset 
ting much oif thk piurpose of sponsoring the progrcm in the first place. 



Therefore, yoi?. may wish WrMame the weighting of the program's objectives. Specifically, you 
might seek reasonable assurance that: 

• Coit will be less th aiTi ulifmilar, independently purchased coverage. 

• There be reqyiremjafits for becoming insured to protect the program against adverse selection 
{e^g., people with knawn conditions likely to cause premature death), but that these require- 
mentf be set to reject a relatively smalf portion of those applying (less than 15%)- 

0 



Unless you have virtually no interest in receipt of dividends and ^now^ that you will likely have 
no such interest in the future, you might seek flexibility in the use of dividends. For example, 
your primary objective now might be to provide alumni with service at low cost Thus, initial 
dividends might be credited to the benefit of Insured alumni. Later, if alunnni office and associa^ 
tion funds are needed, you might v/lsh to receive dividends for use in your operating budget. 

In summary, a mlddle^ground and relatively balanced position appears to be to (1) offer rates 
lower than those charged for similar insurance purchased individually {but not necessarily the 
lowest rates available anywhere) ; (2) use reasonable standards of insurability to protect the pro= 
gram's financial integrity; (3) adopt flexible plan characteristics to meet varying personal needs; 
(4) include the possibility for dividends to alumni association and insured alumni; and (5) main^ 
tain fieKibiiity in the varying use of dividend monies depending on changing financial conditions 
in your own organization. 



MARKETING 

The success of insurance programs depends heavily on the marketing techniques and planning 
which go into them. By selecting a reliable insurance company, the insufance part of these pro^ 
grams should be in capable hands (but words of caution appear later). However, marketing may 
be another matter. Many existing programs are not managed by insurance companies, as many 
of them do not have sufficient in-house expertise for this specialised market- 

You may wish to seek managers with credentials such as a portfolio of successful insurance mar- 
keting to associations in generaL Those with alumni-group marketing success are rare, but not 
unavailable, and their experience may be more valuable. 

Consider the following: 

1. Many schools already have an extensive direct mail program for alumni. Too many mailings 
may have a deleterious effect, but adding a limited number of insurance mailings siiould not 
impede the success of other programs. Only you can determine what is "too many" for 
your organization. However, asking questions about this subject may produce some insight 
into your advisor's understanding of your business. We think such understanding can be 
helpfuL 

2. Make general plans a few years in advance. Will anything new be offered from year to year 
a$ justification for invading the privacy of alumni with resolicitation mailings? Will sales 
materials look new each year or two, or will they convey the feeling of "the same old 
thing'' to alumni? 

3. Question everything recommended by the programs you consider Why is a one^page letter 
used; why is a four-page letter used? Why do amounts of insurance reduce it older agei? 
Why don't they reduce? Why are Insuranca amounts for spouses smaller than those for 
alumni? Why aren't they snnaller? When are soHcitatlon materials to be mailed each year 
and why then? What kinds of responies can be eKpected and on whit are such expecta- 
tioni based? (Other quf:?tions should be asked about financial matters; thty are diicussed 
in a subsequent section j 
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QUESTIONS rO ASK 

1. Can the spouse of an alumnus become insured? Must the alumnus be insured in order that 
his or her spouse be insured? Under what circumstances can spouse coverage be terminated? 

2. What coverage is available for children of alumni? Under what circumstances can this coven 
age be terminated? 

3. Under what circumstances can alumni coverage be terminated? 

4. Does the program require that a minimum number apply before anyone applying can be 
come insured? 

5. What financial obligation does the school or alumni association assume by sponsoring a 
program? 

6. What specific ways have been established for an alumni association to help promote the pro^ 
gram? Are they requirements or suggestions? Are they reasonable? 

7. If dividends are possible, is each insured alunnnus advised of the amount paid on his behalf? 
Might dividends or fees paid to an alumni association be considered income from a source 
unrelated to a non^profit organization's purpose and, therefore, create tax problems? Will 
assignments be required for dividends to be retained by the associations; why or why not? 

8. Is the insurance company, as an employer, a matching^gift employer? 

9. Because insurance laws vary from state to state, which states does the insurance company 
^ consider to be problems? Why? What are its solutions? 

10. Since varloui state insurance departments can deal a severe blow to an alumni insurance pro^ 
gram, especially if ouch a sta*e is the residence of a large number of alumni, has the program 
been specifically approved in states important to your alumni association? Is such approval 
necessary? Why or why not? 

11. Asa result of thesa state variations, will the same program be offered to alumni residing in 
all states? Will solicitation procedures be the same everywhere? If not, how wiM they differ 
and how might this affect results? 

12. How does the proposed program meet the needs of alumni in varying family and financial 
circumstances? 



MULThSCHOOL TRUSTS Vi. ''CSOING IT ALONE" 

Multi-ichool trusts may be the only rea^nable option for relatively small alumni groups. Such 
trusts also miy be a desirable vehicle for very large groups, depending on the trust's operation 
{which varies) and the alumni association'i requirements* 
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These trusts have advantages, Set=up expenses should be lower because standard plans and pro- 
cedures have been established. Ongoing expenses per insured alumnus should be lower because of 
the trust's size (costs of printing, solicitation, and individual bilHngs of insured members are 
spread among many groups). Further, some trusts can provide a large association with control 
and flexibility similar to that available through its own program. Flexibility costs money, but 
even an alumni association wishing a "unique" program probably can save money by "coat 
taiUng" on some existing features of some multi=school trusts willing to provide flexibility. 

A large association that cannot find a multi=school trust willing to provide the features it requires 
has no choice but to establish its own program, or modify its requirements. For example, some 
trusts are not willing to decentralize their individual billing and administration. Thus, if an 
alumni association requires that billing originate from a location near campus, it may need to 
establish its own program. 

In some states, establishing your own program may entail payment of trustee fees and have legal 
implications involving your own trust in a state other than the location of your school. You 
should seek legal counsel on this and o'.hor related matters. 

HOW TO OBTAIN PROPOSALS 

Insurance companies have not universally entered the alumni insurance market But several now 
compete for this relatively limited market 

If you have about 15,000 alumni or more, you may wish to release specifications. Much can be 
learned through general specifications that are only specific enough to eliminate proposals for 
programs which will not come close to fulfilling your objectives. Asking questions should pro^ 
duce information not obtainable through dictating restrictive specification requirements on 
which many well structured programs will not quote. 

Appendix I contains sample specifications that you might rearrange for your own use. We are not 
providing specific guidelines on how to evaluate bids, nor are we in a position to provide such 
assistance upon request. However, you might find this sample helpful in estabiishing your own 
standards. 

We have sent a questionnaire to life and health insurance companies known to have v^nttm such 
programs in the past. We plan to tabulate responses for your reference. Thus, please contact the 
CASE office if you wish to receive a copy of our tabulation when it is completed. 

Approaches differ, and we have not attempted to determine those differences. The listing may 
not be exhaustive, but reflects the best information available to us at this time. There should be 
no inference that CASE is recommending any of these insurance companies by their inclusion 
herein, or that we are attesting to their capabilities or sorvency. 

PROFESSIONAL ADVICE 

Those who manage insurance programs for a number of other alumni associationi are probably in 
the belt position to evaluate the performance of their programs and the programs of their com- 



petitors. A lot can be learned by requesting and studying such evaluations, but remember the 
source and verify the information before adopting or rejecting any program or manager. 

Those managing other alumni insurance proqrdrm and anyone efse who has a financial stake in 
your final choice of a program and in that program's results is probably a poor choice as en un 
biased advisor. This latter category mcludes insurance company sgents, brokers, and adnninistra- 
tors, but does not include consultants who are compensated on a fee-only basis. 

An alumni group that can afford what appears to be the initisi luxury of a consultant should be 
more comfortable with the final program selection. The most readily available are actuarial con^ 
sultants, ideally those who have done similar evaluation work for other alumni associations. 
Actuarial consultants should be in a good r>osition to evaluate the impact of rate levels, insuring 
rBt]uirements, the expense=charging procedures of insurance companies on the eventual success 
of the program — in terms of the need for rate increases or availability of rate decreases, dividend 
levels, need for resen/es, net cost of insurance, and other financial matters. Although actuarial 
consultants are not usually marketing specialists, they can be valuable in preparing specificattons 
to sen^e as the uniform basis for competitive proposals and in annually reviewing results. 

If you elect not to obtain the services of a consultant, you m.ay wish to do much of the initial 
exploring by yourselves, with or without agents, brokers, or adniinistrators. It may be desirablr; 
that you ask each interested agent, broker, and administrator to compete by presenting his single 
best proposal, after which you may evaluate all proposals and seleci the person or firm whose 
plan you wish to sponsor. 

In the end, your own group must make a selection. One purpose of this section, however, is to 
caution you that compensation levels vary substantially among programs and, as human beings, 
some of those having a financial interest in your decision might be inclined to lose objectivity as 
potential compens tion increases. Obviously, this is not intended to be a universal statement - 
just a word uf caution. 



HOW TO AVOID PROBLEMS WITH ALUMNI 

Some alumni who are in the insurance business may take exception to an insurance prograrn 
sponsored by their alumni associations. From a practical view, these objections hinge on two 
considerations: 

1, The complaining alumnus was not named as the agent. These are several ways to mitigate 
considerably this kind of reaction: 

a. Announde your interest in obtaining proposals in an alumni news pubtication, and in- 
vite each interested bidder to express his interest in obtaining specifications and to 
submit a resume of his relevant experience in the direct^mall, association insurance 
market This should avoid the complaint that decisions were made In secrecy, without 
giving alumni the opportunity to bid. 

b. Prepare some rejoinders, 6,g., every graduate architect does not receive the schoors 
business for every new campus building. 
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2. The complaining agent does not agree with mass marketed insurance programs as a principle. 

Many alumni already have multiple opportunities for purchasing low=cost insurance: through 
entertainment and oihcompany credit cards, newspaper and magazine advertisements, banks 
and credit unions, other membership associations, etc. Would any alumnus prefer that a 
commercial endeavor realize additional income from your alumni when your school or 
alumni association has that potential? 

Most sen/ice=to-members programs you undertake will aiienate a few aiurnni. Alumni associations 
which have sponsored insurance programs for some time indicate that some cor, 3laints are re^ 
ceived initially, but they subside quickly and do not offset the program's value. 

If your alumni association (not your school) is to sponsor the program, it may be desirable that 
an acJ hoc insurance committee be appointed to help dGtermine the priority of objectives, formu 
late policy with respect to the insurance program, receive and review proposals, interviev^ insur- 
ance representatives (try to do this), and recommend a program to the alumni association. The 
following suggestions might be helpful: 

1. Because an insurance committee sometimes meet:3 frequently while it is fulfillmg its mission, 
try to keep the committee smalL Two people plus the alurmni director may be ideal. 

2. If you will have a largn^ committee, you may wish to make it representative of alumni who 
are likely to apply for coverage, that is, 

a. About 30% to 45% women. 

b. About 65% to 80% younger than age 40. 

c. Less than 5% age 60 or more, 

3. Including a disproportionately large number of alumni in the insurance industry, based on 
the idea that they will better understand the proposals submitted, is not usually necessary. 
Since this kind of program Is highly specialized, and because most deliberation concerns 
marketing and procedures, it is probably not desirable to unbalance the committee with a 
disproportionate number of insurance people. 



FINANCIAL CONSIDERATIONS 

Financial arrangements may vary considerably from one program to another. The following ques^ 
tions and answeri offer some basic information for your use: 

1 , If there is an exceii of premium aftir the iniurar's claims, reserves, and other expeniei have 
been paid, what happens to that excess? 

Some programs are ''participating." This means that excess premium is paid as a dividend 
Other programs are ''non participating'' - exceii premium is not paid as a divided (see #5 
below). (Insureri organized as stock rather than mutual companies may use terms like 
''rate credit*' or "experience refund" instead of "dividend." The financial considerationi 
are identical regardless of the type of company or terminology used,) 
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If dividends are payable, how will they determined? 

If you have about 15,000 alumni or more, you should request a projectior} of dividends. It 
should delineate the program's realistic, anticipated costs in at least the following areas: 



a. 

b. 


commissions; 


c. 


taxes; 

solicitations; 


d. 


underwriting and initial receipt of applications; 


e. 


individual insured-member billing; 


f. 


actual claim payments; 




claim and other reserves; 




all other expenses, including claim administration, risk charqes, trustee fees (if any) 




and surplus and profit 



When these expenses are subtracted from premium, the difference should be the dividend in 
a participating arrangement Some multi-school trusts provide slight to substantial variations 
to this approach. 

Differences in claims will not necessarily affect dividends dollar for dollar because other 
charges such as reserves, taxes, and claim administration also may be affected. Likewise, if 
a projection is based on 1% participation, the dividend ihQuld more than double if a 2% 
participation is achieved because expenses such as solicitations and sometimes commissions 
do not double. Thus, it is important that all bidders base their projections on tlie same 
assumptions. 

If dividends are payable, to whom will they be paid? 

Some programs credit dividends to insured alumni only. Other programs pay them to the 
sponsoring alumni association or school only, and som.e of these require that each Insured 
alumnus execute an assignment of dividends when he applies. Yet others offer flexibility 
— crediting to insured alumni, or paying to alumni association or school, with previous 
assignment 

A word of caution: once you adopt either of the first two arrangements, you nnay be re- 
quired to continue only that approach, 

If an alumni association is eligiblt to recaive the exceis of prtmiums over expenses as divi- 
dends, if thi alumni association liable for the difference if it is a deficit? 

No, not when the program is underwritten by a legal=reserve insurance company. 

If the program is non-partiaipating, what happins to the ixcess of premium Dver claims and 
eKpensas? 

it ii absorbed as profits by the insurer, or perhaps it is shared by the Insurince company and 
the agent, broker, or administrator, 
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B, If^the i*fOgramls non-participating, does that meaii that the alumni association reciivisno 
imcorri*«f>'^^ ^he proaram? 

N^otn^^es^ai'ily* Sortie programs may fen tor buy your maifing iist Othen may pay you a 
fl-M^llar amcunlfof escli ^lunrinui insured. There may be variations onthesafrie theme, 
b«ijti|Pprci^ucenGminal payments. Such arrargiments ihould b© diicuised with your legal 
cc^yns^Hn ad\/anci,ai payments maybi considirsdtp^ibleinconie retultingfroni a buiirie 
uiTirel^ied your 50 1(c) classif icitjon. (Several C^S6 member inititulions have betn audi- 
ted by IRS, and at least one was fourd te have unrelated income, which wastaxedJ 

7, r*ucN should comrriissions fci? 

Tfhey ^hou id reflact the cngclng work to be performed by theconimisiion recipient. Asindi^ 
Q^ted, con^ mission I tvelsvarv^^tortar^ till! ^arncngpro^^^ Since you are representing your 
aliymrt ibuvers, you should Nnovwcormmisslon coetiin advance and what can be expected as 
a resu ^^ch oompensatlon payment, inuch ai you nnight Inqu ire in advance about the 
P*^ice otiier servicei yeu purchaie. And you sli^uld evalu ate and cornpare the propoied 
servic^^of each possible cor^misiiori recipient 

8. Wlhat S5 a useable definition of '^clairni"? Ho^vdo^sit relrte to your responsibility In eval- 
u^tin0 proposals? 

Insur^f^' clair^ accounting practices ^nd ternninology vary widely. Cmh claims are the 
arnounts actually paid toth^benaficlaries In a given policy year, 

fmcurr^ cMms are those cfaifns ictLJ^Hy incurred dure rg the pol Icy year, ragardleis of when 
thgy ^^re paid. For example, Ifa policy year efidi on April 30 and in insured dies on April 
2^ hi^clarm included In rota! incLjrred claims, However^ because the claim is probably 
n^trrf^Qrt^ by Apr! 1 30, it Isnotiricluded in cash claims that wculd eventually be paid if 
the pr^gra^Ti e><isted cnly during that pol icy year. 

Bficau^^ an insurance cornpany rfiay not know about all incurred^ unpaid clainns when it 
arnnually doses its books, it estimate^ these additionil artioijnti and establlshee an incurred 
boiturPP^f^cMm we/ve^ for then, Thus^ for the purpose of accounting, cash claimi plus 
thigcl^in^ reserve equal Ircut'red cliii^ii The smountof the claim reserve depends on the 
irisyre^'s ol ainn procedures afid aoou ntin( methods, v/tiich may irclud e considerations of 
thiini^mb^r of pecple injured, tHs irrsuref's experience pertaining to the length of tinne it 
usually tMcis beneficiarifis tc3 prwent claiTns tfirouflh sJ rnllar graupi, etc. 

TRi^if^wrgif niay charge ^out program vvith theentirt amount of incurred claims, or it may 
"ifioof^'^il or part of thai irnouretwHh the clainns cfi larger group or an average group. 
Vythen ^^^ch pooling occufi, f rstesd charging your total incurred claims to your financial 
wperl^^nce^* the in^rer *vi|| malci a fioof olafm charge, which nnay be more or less than 
y^ur group's actual incurrtd clami, 

C08itn ^dmJmtrstion chsrg^MmXhe cortsof proMSsirig, paying^ and sometimes Inviitigat 
iragclsflnfiiand iho*jld/7Qf hg Includicf In """"IncLirred dajms'' or "total claim ohargis/' Initead, 
thngy ^oul^ be inclu<led in i leparpti eategory or included in a general Itenn like, ''All 
Onhir Expgn^i/' 



Insurers may also establish special reserves for the iptcial risks of mass marketing business, 
which requires a substantial investrrient for an unknown result. 

An Important point is that you should include the following in uniform specjficationi: 

• Each bidder's financlil iiluitratian ihould be based on the same cash claimi. 

• The insursr's riienfe and pooling practices and conteniplated amounts should be ex^ 
plained in detail, with layman's definitions of industry terms that might not be familiar 
to you. 

• Any chargai which are not payments to beneficiaries (or their equivalant taking into 
account claim reserves and pool claim charges) should be shown asexpenies and not in- 
cluded with claims. 

• The insurir should explain what happens to claim resewei if there are excess reserves 
upon termination of the program. (From a practical view, the poisibilitv of a return of 
unused reserves upon terrtilnation of the pr^pam usually appliis only to large atunrini 
groups.) 

This is intended to help you understand the impact of claims on a program. It is not a com^ 
plete treatment of the subject and we hope it ii not confusing. Without uniform specifica- 
tions, a financial examination of bids will be most difficult 



CONCLUSION 

This brochure is not an attempt to provide a comprehensive guide to the purchase of alumni in^ 
surance programs, nor is it designed to intimidate by its words of caution. 

Alumni iniurance prognms differ from virtually any other alumni program in one major respect. 
If you offer sets of encyclopaedie, plates, and other nierchandise, it is often a one-tifne arrange- 
ment for the alumni association and for the purchasen If you offer a travel program, your fila- 
tionship with a travif agent can be a one-time arrangement; at least, It Is relatively eaiv to change 
agents- 

How^er, an alumni insurance program will usually develop longer term commitmems and rela- 
tionships' Alumni automatically may continue coverige for many years by premiurn payments. 
The total number of participating alumni should increase after each resolicitation is conducted, 
ehanging from one program to another can be dlff icult and time consuming, although sometimes 
there may be little choice. And, mass markettd insurance can be confusing to the layman. 

But, the long-term impact can be substantial, in terms of both a penetration higher than any 
other program you sponsor and a substantial financial ccntributioa 
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APPENDIX I 



SAMPLE SPECIFICATIONS 



Dear ' 

fAlame of School or Alumni AsgociationJ Is considering sponsoring a quillty, low-cost ttrm-life 
insuranDi program for its [number] alunnni to provide an ilumnl service and to obtain additional 
income frorri pra-issigned dividends. The purpose of this letter Is to Invite you to submit mater- 
ials to assist us In making this dealslon. 

If you are interested In quoting on tliis program, please send your proposal to [Name and 
AddrmsJ, with the angers to the questions in the Appindix to this litter, not later than [Date]. 
Subsequint interviews with those submitting viable programs probably w\\\ be requested. 

We are interested in the following arrangements: 

1. Initially we are interested in providing a program of alumnus and dependent term-life Insur^ 
ance^ with a choice of amount up to about $40,000 or $50,000. 

2. Insurid alumni would be billed individually on a semi-annual or other periodic basis. Neh 
ther iName of School} nor iti alumni association would become invDlved in this function. 

3. All s©licitations and idmlnistration would be conducted by mail, directly with each insured 
alumnus. 

4. Dividends should be based on a formula relating to the claims and other expenses of our 
progrinn. 

We would appreGipte your providing m with any other comments you consider helpful in our ex- 
plorations. It Is poisibta that you are not able to provide all the proposed arrangamants currently 
being considered. However, you may still wish to submit a proposal, since these proposed ar^ 
rangiments are cor^ifderations and not conclyirons. 

Sincerely yours. 
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APPENDIX 



QUESTIONS TO BE ANiWERED 

When answering the following questions, pfaast rastati tht queition (except to assist us In 
reviewing your r#sponsei If anewirs to cm or mors questions are Gontalned in othar ^atiri®li 
you submit, you may makt specific rsferenci to such other materiali in your sriwer, rathtr than 
repiad'ng the information containid 8lsevs/here. 

1. Would you use individual policias or a group policy? 

2. Do you foresei any problems in offering this cowrage to all alumni residing in tfte United 
States? 

3. Please describe the details of how alumni would apply, including the kinds of mailing pieces 
you WW id use, th€ number of mailings contamplited each year, who woufd send the mail- 
ings, from whare would they be sent, and how much [Nam§ ofSchgol or AlumfiJ AssociB- 
tion] would be involved in these mechanical functions. 

4; What pariodic information about insured alumnf wouid you provide? 

5. It is likely that we would publish alumni newi publication articles about an insurance pro- 
gram for alumni. Would you provide appropriate news articles that have been legally ap- 
proved? 

6. a. What oonnmission scale would be used for lelllng and sen/icing this account? 

b. To whom would commi^lons be payabli? 

c. What specific services will the commission recipient provide? 

d. Is it possible to pay no commisiloni? If wo, how whould this savings be reflected? 

7. [Name of School or Aiumni AMociationJ would require that its alumni mailing list be kept 
confidentiaL How would this bt aacDmpIlshed? 

a Would you requira a minimum number of alumni to apply before insuring all who apply 
and are otherwise a^ep table? If so, what is the numbir? 

9* Would your underwriting requirements ensure minima! anti-sel«tion agiinst the plan's fi- 
nancial experience and at the same time preclude the rejection ©f a large portion of our 
aiumni? If so^ please illustrate. 

10, If you were iwarded the underwriting of this program, how long from the date of your ap- 
proval would It tike you to make the first mailing to our alumni? 

1 L Who would pay for mailings and other matt rials requfred to launch the program? 
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12. a. Pleise delintati fuHy expinfi^ to b© imcurrid by //Vamt of Schoof or A/unmi 

AssociationJ In makirig the plan iviilabla to our alurai 
b. Pleisa del intatt futi v any oihtr involvinment expected of t/Shme of School or 
Alumni As$0cf3fJoriJ . 

13. a ts th§ pfoposad tn^rer a company subsGribing to thi program ©f matching its fem- 

ploy#f i' g\fu to higher eduMtion? If so, 
b. Would it mBtch the innoum of dividends produced by the covirage of its trnployets 
who are ln$ured [Name of SGhoolJ alumni? 

1 4. Pbasa Mfustrata your ptrsofial Bxpsmme [\f speeif ications lent to Individyai appts or 
brokers] and that of the proposed insurer in the a»cftti©n- type insuraree mark t, par- 
ticylirly with oth&r colleflt ind uriiveriity alumni groupi, 

15. Part A. 

Plea^ complete tht attaohed flmmciil pr«ection. The numbers ateeidy ippeariinf on tihe 
pfO|ection form am^mn thi? following: 

(1) Participation of 1% total alumnJ in the first year, an 8% amyil teiminatson rate, and 
an annual pirticipation incraase in the 2nd through Bth yeafs equat to 14% of total 
alumni pfm the 8% of inwredt who terminated in the previous ymr. 

(2) An average annual premium of $100 per insured alumnus. 

(3) Cash cJiims lo^ ratio of 25% ba^d on insurance imounts In their first ytaf plus 40% 
in other than thtir first year. 

Part B. 

In a supplementary Illustration or statement, 

(1) Indicate ftow dividends v^ould vary If claims were (i) -mm or (ii) 135% of those shown 
on tfie financial Illustration form* 

<2i Define your use of *'clilms/' ''cash claims/' "incurr^ claims," or any other related 
term you us^. 

(3) ixplain your pooling praetices, if any* in detail. 

(4) Explata methods used to determine all resan/es. 

(5) Explain tfie dispmitian of reserves If our insured group Is transferred to anather 
program. 

1 6. Are dividends aligned to f/fe/ne of Sohool or Alumni As^d&tionJ income tax deductions 
m charftable contribtitions for each insured alumnus? How will such amounte be made 
known t© inMi red alumm? 

. 17 

ERIC 



17. Pliase oulllne the pfani of term life insurance you propose offering, Including premiunns. 

18. Whit wBmw-Qi-pTBmmm provliioni doei your program provide? 

19. How long may insurance fae contlnutd for an alumnus? For a spouse? For children? 

20. What is the miximum entry age for becoming iniured? 

21. How would you arrangt for dividends developed frqm the coveragt of our alumni and 
fanriillii to be paid to [N&nrie of School or Alumni A$soc/m'on] ? Pltase include specific 
wrording of an asiEgnment, if any. 

22- Under what circumstances may inturanice be tirminated for alumni? For spousei? For 
childriin? 

23. Please explam chafacteristici of yoi&r program which you consider worthy of note because 
thffy are not usually found in similar programs. 
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{nstfyctions to Alumni Associations 
for Preparing Finincial inustrition Form 
for Raltase with Spidf icatjons to Biddirs 



If you use the attached form with your tpecifications, th§ follovvlng ihould be filled in when you 
rttypt the form for your own uie: (The lettiri ''A" through 'V* in the left hand mirgin are for 
reference to thtie Inistfuctjoni and ihould not be typed on your form.) 

Lm§ A, E1!gibl& Lhm. Iniert for iach year the totalf number of alumni for whom you currently 
h^e accurate addrissts Iwhich shoyld be the same as the number in the first line of your letter). 

UnB B, fnsumd Lfms. Multiply the nymbef on Line A (for the corresponding year) by the 
following: 



1 


- .010 


2 


- .015 


3 


- .020 


4 


- .025 


B 


- .030 



Line C, Cash Claims. Mult iply the number oo Line B (for the corrispoinding year) by the fol- 
lowing: 



Year 1 


- 25.00 


2 


-• 34.20 


3 


•■ 35.35 


4 


- 36.04 


6 


~ 36.50 



Lmm D tboth). Total Eammi Pr&mlum. Multiply the numbsr on Line B (for tht corresponding 
yesr^byStOO. 
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